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Key Findings 


Layoffs would result in a gross state product (GSP) decrease of 0.06% in 2001, translating 
into a $101.1 million dollar annual loss in GSP. 

By 2009, GSP in Missouri recovers slightly, resulting in a continued decrease of 0.05% in 
GSP, translating into a $82.4 million dollar annual loss. 


In 2001, the loss of 819 air transport jobs would result in the loss of 1,373 ancillary jobs in 
the state economy - for a total loss of 2,192 jobs (at $40,899 per job) and $89.7 million in 
wages across Missouri. 

Transportation, Communications and Public Utilities would lose 1,016 jobs (at $43,268 
per job, Services would lose 443 jobs (at $39,277 per job) and Retail Trade would lose 300 
jobs (at $18,765 per job). 

By 2009, the region recovers 17.2% of the original jobs lost, resulting in the continued loss 
of 1,814 jobs (at $46,769 per job) and $84.8 million in wages. 


The loss of 632 air transportation jobs in Kansas City would result in the loss of 841 
ancillary jobs in the Greater Kansas City Region - for a total loss of 1,473 jobs (at $43,299 
per job) and $63.8 million in wages. 

Transportation, Communications and Public Utilities would lose 770 jobs (at $46,624 per 
job), Services would lose 277 jobs (at $40,173 per job) and Retail Trade would lose 185 jobs 
(at $18,918 per job). 

By 2009 the region experiences a small recovery, with the continued loss of 1,297 jobs (at 
$49,279 per job) and $63.9 million in wages - a job gain of 11.9% from 2001. 


The loss of 187 air transportation jobs in St. Louis would result in the loss of 312 ancillary 
jobs in the St. Louis Metro Region - for a total loss of 499 jobs (at $37,412 per job) and 
$18.7 million in wages. 

Transportation, Communications and Public Utilities would lose 234 jobs (at $31,887 per 
job), Services lose 105 jobs (at $40,660 per job) and Retail Trade would lose 66 jobs (at 
$19,234 per job). 

By 2009 the region experiences a moderate recovery, with the continued loss of 381 jobs 
(at $42,460 per job) and $16.2 million in wages - a job gain of 23.6% from 2001. 


During 2001, the state would lose an estimated $4.1 million in tax revenues due to the 
layoffs. However, decreased demand for public services due to declines in population 
would save the state $439,500 in costs. This leads to a net state tax cost of $3.7 million in 
2001. 

The tax impact remains steady through 2009, with the estimated loss of $5.4 million in 
state tax revenues. However, decreased demand for public services due to declines in 
population would save the state $2.2 million in costs. This leads to a net state tax cost of 
$3.2 million in 2009. 

Between 2001 and 2009, the State of Missouri is estimated to lose $23.1 million (net 
present value) in tax revenues due to layoffs in the air transportation industry. 
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[. Overview 


On September 11, 2001, terrorists hijacked four U.S. carrier commercial jets, 
crashing two into the New York World Trade Center towers and another into the 
Pentagon in Washington, D.C. The fourth plane crashed in rural Pennsylvania. 
Airlines nationwide are grappling with declining air traffic following the terrorist 
attacks. As of September 20, 2001 U.S. carriers have announced layoffs of more than 
70,000 employees during the preceding week. Following this announcement, the 
Boeing Company reported that it plans to eliminate as many as 30,000 employees, 
nearly 30% of its commercial aircraft workers, by the end of 2001 because of declines 
in the U.S. air transportation industry. However, Boeing's layoffs will not affect 
staffing at the St. Louis-based military arm of the nation’s largest aerospace 
company. 


The airline industry is lobbying the U.S. Congress for emergency assistance totaling 
at least $17.5 billion. The package would include $5 billion in immediate aid and 
$12.5 billion in credit and loans. The industry is also asking Congress to pass 
separate legislation specifying that terrorist attacks are an act of war, and therefore 
airlines should not be liable for fatalities and property damage occurring on the 
eround. Further, the industry argues that the government should bear much of the 
cost for enhanced security in airports. 


According to information maintained by the Missouri Department of Economic 
Development, 819 airline workers are in jeopardy of being laid off due to declines in 
the air transportation industry. American Airlines is anticipated to furlough 100 
transportation workers in Kansas City and St. Louis. Trans World Airlines is 
anticipated to furlough 590 workers. This includes 450 machinists in Kansas City, 
100 ticket reservation workers in St. Louis, and 40 machinists also in St. Louis. 
Vanguard Airlines is anticipated to furlough 129 workers in Kansas City. To date, no 
other airlines have confirmed layoffs in Missouri. 


Anticipating these possible layoff events, the Missouri Economic Research and 
Information Center has employed its Local-Regional-State Economic Model (LRS) to 
estimate the economic impact layoffs will have on the regional and state economy. It 
is assumed for this analysis that the air transportation industry will eliminate 3.1% 
of its Missouri work force, translating into a loss of 819 jobs (earning an average 
wage of $45,392 per job) and $37.2 million in wages. All of these job losses will occur 
in the Kansas City and St. Louis metropolitan areas. Data is taken from layoff 
notices maintained by the Missouri Department of Economic Development, and are 
estimated jobs losses that have not yet occurred. 
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Kansas City and St. Louis Regional Profile 


The economy of the Kansas City Metro Region generally kept pace with the economy 
of Missouri as a whole. There has been a varied amount of economic growth in this 
region during the last ten years, with Cass and Platte Counties seeing good progress, 
while urban areas in Jackson County were growing at a slower pace. The population 
erowth since 1990 in the Kansas City Metro Region was 8.7%, compared to 6.7% for 
the state. The poverty rate for this area is 10.4%, compared with 12.4% for the state 
as a whole. The growth in personal income and per capita income in the Kansas City 
Metro Region over the past decade is nearly equivalent to the growth of the state as a 
whole. Per capita income in the region was $26,073 during 1998, slightly more than 
the state average of $25,150. 


Map 1.1 
Kansas City Metropolitan Region, Missouri 
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The economy of the St. Louis Metro Region is generally ahead the economy of 
Missouri as a whole. However, there has been an extremely varied amount of 
economic growth in this region during the last ten years. The urban core has 
experienced the slowest growth in the state, while the outlying counties have 
experienced some of Missouri's fastest growth. The population growth since 1990 in 
the St. Louis Metro Region was 3.1%, compared to 6.7% for the state. The poverty 
rate for this area is 10.7%, compared with 12.4% for the state as a whole. However, 
the poverty rate in the urban core is well over 30%. The growth in personal income 
and per capita income in the St. Louis Metro Region over the past decade is nearly 
equivalent to the growth of the state as a whole. Per capita income in the region was 
an extremely high $30,816 during 1998, more than the state average of $25,150. 


Map 1.2 
St. Louis Metropolitan Region, Missouri 
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In August 2001, the average unemployment rate in the Kansas City metro region was 
3.9%. This translates to 25,032 unemployed workers in the region, out of a labor 
force of 646,375. Jackson County had the highest unemployment rate (4.5%), while 
Platte County had the lowest (2.4%). The average unemployment rate in the St. 
Louis metro region was 4.1%. This translates to 45,419 unemployed workers in the 
region, out of a labor force of 1,098,543. However, this rate is not uniform across the 
region. St. Louis City had the highest rate at 7.1%, while St. Charles County (3.1%) 
and St. Louis County (8.5%) had the lowest rates. The national unemployment rate 
was at 4.5%. 


Map 1.3 
Unemployment Rates Across Missouri, August 2001 
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Source: Current Employment Statistics, MO Department of Economic Development 
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Air Transportation Industry 


In Missouri, employment and wages in the air transportation industry have 
increased over the last decade. At the same time, however, average wages per job 
have decreased since 1990 - likely indicating the increased number of small air 
transport firms that pay lower wages. Air transportation employment in Missouri 
was estimated at 26,733 in 2000, a increase of 27.2% since 1990. Total annual real 
wages during 2000 was estimated at $995.5 million, an increase of 7.4% since 1990. 
Estimated annual average real wages per job during 2000 was $37,241, a decrease of 
-15.6% since 1990. The number of air transportation firms in Missouri in 2000 was 
estimated at 301, an increase of 23.6% since 1990. In 2000, the air transportation 
industry accounted for 1.0% of total employment and 1.2% of total wages in Missouri. 
The annual average wage per job during 2000 in the air transportation industry was 
$37,241, above the state average wage per job of $31,217. 


Table 1.1 
Air Transportation in Missouri, 1990-2000 





INDICATOR 1990 PAU) Percent Change 


(Percent of Total Missouri Employment) (0.9% (1.0%) 
ia)| am 

(Percent of Total Missouri Wages) (1.5%) (1.2%) | 

Annual Average Wage Per J ob, in 2000 Dollars $44,131 $37,241 15.6% Y 


(Missouri Annual Average Wage Per J ob) ($28,462) ($31,217) 
Total 





23.6% 





Establishments 
ource: Covered Employment and Wages, MO Department of Economic Development. 


Table 1.2 
Air Transportation Employment by Firm in Missouri, 2001 


FIRM RANK EMPLOYMENT FIRM RANK EMPLOYMENT 


aa 
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In 2000, the majority of air transportation jobs were located in metropolitan St. 
Louis, Kansas City, Columbia and Springfield. Counties with the largest 
employment base were St. Louis, Platte, St. Louis City, Jackson and Greene. 


According to specialization ratios (location quotients), 3 Missouri counties were 
highly specialized in air transportation employment. These areas were concentrated 
in metropolitan St. Louis, Kansas City and St. Clair County. The most specialized 
counties in the state were Platte, St. Louis and St. Clair. It is important to note that 
SRs measure the proportion of industry employment relative to the state average, not 
the total number of jobs. 


Map 1.4 
Air Transportation Employment and Specialization Across Missouri, 2000 
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Source: Covered Employment and Wages, MO Department of Economic Development. 
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EMPLOYMENT TRENDS, 1990-2000 
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e =Alr transportation employment in Missouri has increased by 


27.2% since 1990. 


e The most current data estimates 26,733 air transport jobs 


during 2000. 


e Employment was highest during 4" quarter 1996, with 26,983 
jobs. Employment was lowest during 4" quarter 1992, with 


18,551 jobs. 


Source: Covered Employment & Wages, MO Department of Economic 


Development 


e Annual average wages per job in air transportation have 
decreased by -15.6% since 1990. 

e The most current data estimates an average wage per job 
of $37,241 during 2000 - higher than the state average 
wage of $31,217. 

e Average wages per job were highest during 2¢ quarter 
1992, at $44,812 per job. Average wages per job were 
lowest during 2" quarter 1997, at $34,070 per job. 


Green line represents four-quarter rolling average. 
Wages adjusted to 2000 real dollars. 
Source: Covered Employment & Wages, MO Department of Economic 


Development 


e The number of air transportation establishments in Missouri 


has increased by 23.6% since 1990. 


e The most current data estimates 301 air transport 


establishments during 2000. 


e Establishments were most numerous during 2” quarter 2000, 
at 304 entities. Establishments were least numerous during 1st 


quarter 1993, at 234 entities. 


Source: Source: Covered Employment & Wages, MO Department of 


Economic Development 
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il. Methods 


The economic impact of air transportation layoffs in Missouri is analyzed using the 
Local-Regional-State Economic Model (LRS). LRS uses input-output models and 
econometric models to estimate employment, wage and demographic impacts at the 
county, regional and state level. Layoff information is taken from Covered 
Employment and Wage (CEW) data and layoff notices maintained by the Missouri 
Department of Economic Development. 


In this layoff scenario, it is assumed that the air transportation industry will 
eliminate 3.1% of its Missouri work force, translating into a loss of 819 jobs (earning 
an average wage of $45,392 per job) and $37.2 million in wages. Of this total, the 
Kansas City area will lose 632 workers (earning $46,377 per job) and $29.3 million 
wages; and the St. Louis area will lose 187 workers (earning $42,061 per job) and 
$7.9 million wages. 


The IMPLAN input-output model is utilized to estimate the impacts of economic 
events in Missouri counties. IMPLAN is a well-established input-output model that 
examines the economic relationships among businesses, and between businesses and 
consumers. The model estimates how changes in one or several economic sectors 
affects an entire economy. IMPLAN derives three types of economic effects that 
permit one to assess the impact of economic events: direct effects are economic 
impacts directly attributable to events; indirect effects are business-to-business 
economic impacts; and induced effects are business-to-consumer and household 
expenditure impacts (spending of discretionary income by employees). While 
IMPLAN is a powerful tool in examining economic changes at the local level, it is 
limited in that it cannot predict long-term effects. It only offers a snapshot of an 
area’s economy at one point in time, and is therefore relatively static. 


The REMI Missouri Multi-Regional econometric model is utilized to forecast 
economic impacts at the regional and state level. REMI includes a model that has 
been built for Missouri's 15 economic regions. The model-building system uses 
hundreds of programs developed over the last two decades to build customized 
models for each area using data from the Bureau of Economic Analysis, the Bureau of 
Labor Statistics, the Department of Energy, the Census Bureau and other public 
sources. 


The REMI model is a structural model, meaning that it clearly identifies cause and 
effect relationships. The model shares two key underlying assumptions with 
mainstream economic theory: households maximize utility and producers maximize 
profits. Since these assumptions make sense to most people, the model can be 
understood by intelligent lay people as well as trained economists. In the model, 
businesses produce goods to sell to other firms, consumers, investors, governments 
and purchasers outside of the region. The output is produced using labor, capital, 
fuel and intermediate inputs. The demand for labor, capital and fuel per unit of 
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output depends on their relative costs, since an increase in the price of any one of 
these inputs leads to substitution away from that input to other inputs. The supply 
of labor in the model depends on the number of people in the population and the 
proportion of those people who participate in the labor force. Economic migration 
affects the population size. People will move into an area if the real after-tax wage 
rates or the likelihood of being employed increases in a region. 


Supply and demand for labor in the model determines the wage rates. These wage 
rates, along with other prices and productivity, determine the cost of doing business 
for every industry in the model. An increase in the cost of doing business causes 
either an increase in price or a cut in profits depending on the market for the product. 
In either case, an increase in cost would decrease the share of the local and US 
market supplied by local firms. This market share combined with the demand 
described above determines the amount of local output. Of course, there are also 
many other feedbacks in the model such as the feedback from changes in wages and 
employment to income and consumption, the feedback of economic expansion to 
investment, and the feedback of population to government spending. 


Map 2.1 
Missouri Economic Regions 
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lll. Impacts in Jackson County and Platte County 


It is estimated that the air transportation industry will lay off 632 workers with an 
annual payroll of $29.3 million in Jackson and Platte counties during 2001. This 
direct impact would create an additional loss of 599 jobs and $17.7 million in wages 
in other ancillary sectors of the local economy. In total, Jackson and Platte counties 
would lose 1,231 jobs and $47.1 million in wages due to layoffs in the air 
transportation industry. This impact is significant since many of the ancillary jobs 
lost are in high wage sectors. 


Business-to-business job and wage losses (indirect effects) attributable to the layoffs 
are concentrated in Transportation, Communications and Public Utilities (loss of 46 
jobs earning $34,526), Professional Services (loss of 25 jobs earning $38,958) and 
Personal Services (loss of 23 jobs earning $18,193). These are goods and services 
purchased by the air transportation industry from other businesses in Jackson and 
Platte counties. 


Business-to-household jobs losses (induced effects) attributable to the layoffs are 
concentrated in Government (loss of 141 jobs earning $37,728), Trade (loss of 115 jobs 
earning $19,811), Professional Services (loss of 81 jobs earning $34,401) and Personal 
Services (loss of 63 jobs earning $16,343). These are goods and services purchased by 
households that have one or more members employed by the air transportation 
industry in Jackson and Platte counties. 


In total, layoffs in the air transportation industry would result in the loss of 1,231 
jobs and $47.1 million in wages in Jackson and Platte counties. The most negatively 
affected sectors are Transportation, Communications and Public Utilities (loss of 689 
jobs earning $45,517 per job), Government (loss of 142 jobs earning $37,822 per job), 
Trade (loss of 133 jobs earning $20,198 per job), Professional Services (loss of 106 jobs 
earning $35,463 per job) and Personal Services (loss of 87 jobs earning $16,821 per 
job). Refer to Tables 3.1 and 3.2. 


HiISSOUR) DERRATMER™ OF ECOsGm Ss CEvVELOPMER™ 


Page 12 of 32 MERIC fl \ 
Layoff Impacts in Missouri: Air Transportation =i 


LRS-0901-2 


MSSOuR ECGMOMIC FESEARCH & AFORMATIO4 CER ER 


Table 3.1 
Employment Impacts in Jackson County and Platte County 
Assumes 100% local impact. 
Numbers may not total due to rounding. 





EMPLOYMENT 
SECTOR Direct Indirect Induced TOTAL 
PAgricuture TBD 
Construction = |B 
|Finance,Insur&RealEstate ss | SSBB 
|Government CC‘ CO 109 1.9 
| Manufacturing-Durable = | C8 
| Manufacturing-Non-Durable | SAAD 
pMining 
[Services -Personal& Other | 283 BEB 
[Services -Professional = ss | CT B= 105.9 | 
Trade ——‘iC BN -132.8 | 
POther CE 
pTOTAL T6882] -1,231.4 | 
ource: IMPLAN Analysis by MERIC, MQ Department of Economic Development 


Table 3.2 
Wage Impacts in Jackson County and Platte County 
Assumes 100% local impact. Adjusted to 2001 dollars. 
Numbers may not total due to rounding. 





WAGES 
SECTOR Direct Indirect Induced TOTAL 
pMining T8274 $331 
-$13,657,166 
ource: IMPLAN Analysis by MERIC, MO Department of Economic Development 
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There are several specific economic sectors that would be adversely affected by air 
transportation layoffs in Jackson and Platte counties. As expected, the layoffs would 
result in the loss of 632 air transportation jobs earning $46,377 per job. The counties 
also lose high wage jobs in non-military federal government (loss of 42 jobs earning 
$45,956 per job) and wholesale trade (loss of 18 jobs earning $44,564 per job). 


In general, however, the majority of other job losses occur in state and local 
government, services and retail. The state and local education sector would lose 50 
jobs earning $34,501 per job, the eating and drinking sector would lose 45 jobs 
earning $13,185 per job, the arrangement of passenger transport sector would lose 39 
jobs earning $33,158 per job, and the state and local government sector would lose 37 
jobs earning $34,980 per job. Refer to Table 3.3. 


Table 3.3 
Most Impacted Economic Sectors in Jackson County and Platte County 
Assumes 100% local impact. 
Numbers may not total due to rounding. 





IMPACTS 
SECTOR Employment Average Wage Per J ob 
|State&LocalEducation CCA $384,501 | 
ource: IMPLAN Analysis by MERIC, MO Department of Economic Development 
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IV. Impacts in St. Louis City and St. Louis County 


It is estimated that the air transportation industry will lay off 187 workers with an 
annual payroll of $7.9 million in St. Louis city and county during 2001. This direct 
impact would create an additional loss of 167 jobs and $4.2 million in wages in other 
ancillary sectors of the local economy. In total, St. Louis city and county would lose 
354 jobs and $13.1 million in wages due to layoffs in the air transportation industry. 
This impact is significant since many of the ancillary jobs lost are in high wage 
sectors. 


Business-to-business job and wage losses (indirect effects) attributable to the layoffs 
are concentrated in Transportation, Communications and Public Utilities (loss of 21 
jobs earning $31,119), Professional Services (loss of 10 jobs earning $46,789) and 
Personal Services (loss of 9 jobs earning $20,070). These are goods and services 
purchased by the air transportation industry from other businesses St. Louis city and 
county. 


Business-to-household jobs losses (induced effects) attributable to the layoffs are 
concentrated in Trade (loss of 29 jobs earning $22,097), Government (loss of 26 jobs 
earning $37,716), Professional Services (loss of 25 jobs earning $35,970) and Personal 
Services (loss of 16 jobs earning $17,536). These are goods and services purchased by 
households that have one or more members employed by the air transportation 
industry in St. Louis city and county. 


In total, layoffs in the air transportation industry would result in the loss of 354 jobs 
and $13.1 million in wages in St. Louis city and county. The most negatively affected 
sectors are Transportation, Communications and Public Utilities (loss of 210 jobs 
earning $41,025 per job), Trade (loss of 36 jobs earning $22,421 per job), Professional 
Services (loss of 35 jobs earning $39,079 per job), Government (loss of 27 jobs earning 
$38,035 per job) and Personal Services (loss of 26 jobs earning $18,440 per job). Refer 
to Tables 4.1 and 4.2. 
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Table 4.1 
Employment Impacts in St. Louis City and St. Louis County 
Assumes 100% local impact. 
Numbers may not total due to rounding. 








EMPLOYMENT 
SECTOR Direct Indirect Induced 
jAgricuture TT 
Construction TT 
Finance, Insur&RealEstate | 0.0 
Government TT 
|Manufacturing-Durable | 0. 
|Manufacturing-Non-Durable | 0.0 
Mining 0 
|Services-Personal&Other | 0.0 
|Services-Professional | OT 
Trade 
Other 
ource: IMPLAN Analysis by MERIC, MO Department of Econ 


Table 4.2 
Wage Impacts in St. Louis City and St. Louis County 
Assumes 100% local impact. Adjusted to 2001 dollars. 
Numbers may not total due to rounding. 





WAGES 
SECTOR Direct Indirect Induced TOTAL 
$3,450,148 
ource: IMPLAN Analysis by MERIC, MO Department of Economic Development 
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There are several specific economic sectors that would be adversely affected by air 
transportation layoffs in St. Louis city and county. As expected, the layoffs would 
result in the loss of 187 air transportation jobs earning $42,059 per job. The city and 
county also loses high wage jobs in computer and data processing services (loss of 8 
jobs earning $53,999 per job) and wholesale trade (loss of 5 jobs earning $51,888 per 
job). 


In general, however, the majority of other job losses occur in state and local 
government, services and retail. The arrangement of passenger transport sector 
would lose 18 jobs earning $28,841 per job, the eating and drinking sector would lose 
14 jobs earning $13,153 per job, the state and local education sector would lose 12 
jobs earning $35,799 per job, and the state and local government sector would lose 9 
jobs earning $36,958 per job. Refer to Table 4.3. 


Table 4.3 
Most Impacted Economic Sectors in St. Louis City and St. Louis County 
Assumes 100% local impact. 
Numbers may not total due to rounding. 


IMPACTS 
SECTOR Employment Average Wage Per J ob 
Air Transportation 


|PersonnelSupplyServices | 815,359 


Source: IMPLAN Analysis by MERIC, MO Department of Economic Development 
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V. Impacts Across Missouri 


Gross State/Regional Product Impacts 


Gross state/regional product for each state/region is derived as the sum of the gross 
state/regional product originating in all industries in the state/region. In concept, an 
industry's GSP/GRP, or its value added, is equal to its gross output (sales or receipts 
and other operating income, commodity taxes, and inventory change) minus its 
intermediate inputs (consumption of goods and services purchased from other U.S. 
industries or imported). Thus, GSP/GRP is often considered the state/regional 
counterpart of the national gross domestic product (GDP). GSP/GRP impacts are 
ascertained by examining the difference between the baseline projection (no loss of 
jobs) and the scenario projection (loss of 819 jobs). The differential indicates the 
number of jobs above or below what would have been expected if no change in the 
economy had occurred. 


The loss of 819 air transportation jobs in Kansas City would result in a gross regional 
product (GRP) decrease of $60.7 million in Kansas City and $7.8 million in the 
Kansas City Metro Region in 2001. By 2009, GRP in both regions recovers slightly, 
resulting in a continued decrease of $55.9 million in Kansas City and $3.9 million in 
the Kansas City Metro Region. 


The loss of 187 air transportation jobs in St. Louis would result in a gross regional 
product (GRP) decrease of $22.7 million in the St. Louis Metro Region in 2001. By 
2009, GRP in the St. Louis Metro Region recovers slightly, resulting in a continued 
decrease of $17.1 million. 
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Layoffs also affect gross state product (GSP), resulting in a decrease of 0.06% in 2001, 
translating into a $101.1 million dollar annual loss in GSP. By 2009, GSP in 
Missouri recovers slightly, resulting in a continued decrease of 0.05% in GSP, 
translating into a $82.4 million dollar annual loss. In addition, economic losses also 
occur in parts of the Kansas City and St. Louis metropolitan areas located outside of 
Missouri. Refer to Tables 5.1 and 5.2. 


Table 5.1 
Gross State/Regional Product Impacts Across Missouri, 2001-2009 
Difference from baseline projection. Adjusted to 2001 Dollars. 
Numbers may not total due to rounding. 


GROSS STATE / REGIONAL PRODUCT 


REGION 2001 2003 2005 2007 nA) 
Bootheel $438,200 $384,739 -$314,979 $266,753 $239,948 


Central 
Kansas Ci 
Kansas City Metro 
Lake Ozark - Rolla 
Lower East / Cape Girardeau 
North Central 
North East 
North West 
South Central 
South West 
Springfield 
St.Louis 
St_Louis Metro 
West Central 
Kansas City, Kansas 
} U aT U U 





St. Louis, Illinois $1,800,000 -$1,592,678 $1,346,406 -$1,175,933 -$1,080,140 
TOTAL -$114,700,000 -$106,877,104 -$98,118,639 -$92,877,895 -$90,135,814 


U 
U 
Analysis by MERIC, MO Department of Economic Developm 
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Employment and Wage Impacts by Industry 


Layoffs in the air transportation industry will have an economic impact on other 
industries in the state economy. Employment and wage impacts are ascertained by 
examining the difference between the baseline projection (no loss of jobs) and the 
scenario projection (loss of 819 jobs). The differential indicates the number of jobs 
above or below what would have been expected if no change in the economy had 
occurred. 


In 2001, the loss of 819 air transport jobs would result in the loss of 1,373 ancillary 
jobs in the state economy - for a total loss of 2,192 jobs (at $40,899 per job) and $89.7 
million in wages across Missouri. By 2009, the region recovers 17.2% of the original 
jobs lost, resulting in the continued loss of 1,814 jobs (at $46,769 per job) and $84.8 
million in wages. 


As expected, the Transportation, Communications and Public Utilities sector would 
be most impacted, resulting in the loss of 1,016 jobs (at $43,268 per job) and $43.7 
million in wages. By 2009 this sector experiences very little recovery, with the 
continued loss of 977 jobs (at $47,840 per job) and $46.7 million in wages - a job gain 
of only 3.8% from 2001. This indicates that this sector does not recover quickly. 


The Services sector would also be impacted in 2001, resulting in the loss of 443 jobs 
(at $39,277 per job) and $17.4 million in wages. By 2009 this sector recovers 
moderately, with the continued loss of 347 jobs (at $48,439 per job) and $16.8 million 
in wages - a job gain of 21.6% from 2001. The Retail Trade sector is also moderately 
impacted in 2001, resulting in the loss of 300 jobs (at $18,765 per job) and $5.6 
million in wages. By 2009 this sector recovers moderately, with the continued loss of 
201 jobs (at $21,943 per job) and $4.4 million in wages - a job gain of 33.0% from 
2001. However, the economic impact of this sector is mediated by its relatively low 
average wage per job. 


It appears that the Durable Manufacturing sector experiences a small increase of 
jobs by 2007 due to layoffs in air transportation. This may indicate that former air 
transport workers found employment in this sector. Conversely, the Government 
sector experiences a 390.8% decline in employment between 2001 and 2009. This loss 
is attributable to the decreased demand for public services caused by population 
losses in Missouri. Refer to Tables 5.2 and 5.3. 
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Table 5.2 
Employment Impacts by Industry in Missouri, 2001-2009 
Difference from baseline projection. 
Numbers may not total due to rounding. 


EMPLOYMENT 


SECTOR 

Agriculture, Forestry, Fishing 
Construction 

Finance, Insur and Real Estate 
Government 

Manufacturing - Durable 


Manufacturing - Non-Durable 
Mining 

Services 

Trade - Retail 

Trade - Wholesale 

Transport, Comm. & Public Utilities 


TOTAL | 2,192.0 2,060.0 | -1,921.0 | “1,841.0 -1,814.0 


ource: REMI Analysis by MERIC, MO Department of Economic Development 





WN 
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Table 5.3 
Wage Impacts by Industry in Missouri, 2001-2009 
Difference from baseline projection. Adjusted to 2001 Dollars. 
Numbers may not total due to rounding. 


WAGES 
SECTOR 2001 2003 2005 2007 PA) 


$60,165 


Source: REMI Analysis by MERIC, MO Department of Economic Development 
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Layoffs in the air transportation industry will also have an economic impact on 
employment in the Greater Kansas City Region. Employment and wage impacts are 
ascertained by examining the difference between the baseline projection (no loss of 
jobs) and the scenario projection (loss of 632 jobs). The differential indicates the 
number of jobs above or below what would have been expected if no change in the 
economy had occurred. 


The loss of 632 air transportation jobs in Kansas City would result in the loss of 841 
ancillary jobs in the Greater Kansas City Region - for a total loss of 1,473 jobs (at 
$43,299 per job) and $63.8 million in wages. By 2009 the region experiences a small 
recovery, with the continued loss of 1,297 jobs (at $49,279 per job) and $63.9 million 
in wages - a job gain of 11.9% from 2001. 


As expected, the Transportation, Communications and Public Utilities sector would 
be most impacted, resulting in the loss of 770 jobs (at $46,624 per job) and $35.9 
million in wages. By 2009 this sector experiences very little recovery, with the 
continued loss of 746 jobs (at $51,431 per job) and $38.3 million in wages - a job gain 
of only 3.2% from 2001. This indicates that this sector does not recover quickly. 


The Services sector would also be impacted in 2001, resulting in the loss of 277 jobs 
(at $40,173 per job) and $11.1 million in wages. By 2009 this sector recovers slowly, 
with the continued loss of 235 jobs (at $49,437 per job) and $11.6 million in wages - a 
job gain of 15.1% from 2001. The Retail Trade sector is also moderately impacted in 
2001, resulting in the loss of 185 jobs (at $18,918 per job) and $3.5 million in wages. 
By 2009 this sector recovers moderately, with the continued loss of 133 jobs (at 
$21,875 per job) and $2.9 million in wages - a job gain of 28.0% from 2001. However, 
the economic impact of this sector is mediated by its relatively low average wage per 
job. 


It appears that the Durable Manufacturing sector experiences a small increase of 
jobs by 2008 due to layoffs in air transportation. This may indicate that former air 
transport workers found employment in this sector. Conversely, the Government 
sector experiences a 438.9% decline in employment between 2001 and 2009. This loss 
is attributable to the decreased demand for public services caused by population 
losses in the Greater Kansas City Region. Refer to Tables 5.4 and 5.5. 
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Table 5.4 
Employment Impacts by Industry in the Greater Kansas City Region, 2001-2009 
Difference from baseline projection. 
Numbers may not total due to rounding. 


EMPLOYMENT 
SECTOR 
Agriculture, Forestry, Fishing 
Construction 
Finance, Insur and Real Estate 
Government 
Manufacturing - Durable 
Manufacturing - Non-Durable 
Mining 
Services 
Trade - Retail 
Trade - Wholesale 
Transport, Comm. & Public Utilities 
TOTAL 





S R | 


ource: REMI Analysis by MERIC, MO Department of Economic Development 


Table 5.5 
Wage Impacts by Industry in the Greater Kansas City Region, 2001-2009 
Difference from baseline projection. Adjusted to 2001 Dollars. 
Numbers may not total due to rounding. 


WAGES 
SECTOR 2001 AVE 2005 2007 2009 

Agriculture, Forestry, Fishing 
Construction 
Finance, Insur and Real Estate 
Government 





Manufacturing - Durable $898,500 -$819 963 -$499 315 -$205,/88 -$9,080 
Manufacturing - Non-Durable -$1,275,000 -$1,351,681 -$1,112,920 -$859,055 $673,494 





Mining $28,070 -$23,823 -$18,061 $13,459 -$10,230 





1] 
1] 1] 
1] 1] 
1] 1] 

1] 
1] 1] 

1] 
1] 1] 
1] 1] 
1] 1] 
1] 1] 
) ) 
IC, MO De 


Services 

Trade - Retail 

Trade - Wholesale 

Transport, Comm. & Public Utilities 

TOTAL 
ource: REMI Analysis by MER partment of Economic Development 
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Layoffs in the air transportation industry will also have an economic impact on 
employment in the St. Louis Metro Region. Employment and wage impacts are 
ascertained by examining the difference between the baseline projection (no loss of 
jobs) and the scenario projection (loss of 187 jobs). The differential indicates the 
number of jobs above or below what would have been expected if no change in the 
economy had occurred. 


The loss of 187 air transportation jobs in St. Louis would result in the loss of 312 
ancillary jobs in the St. Louis Metro Region - for a total loss of 499 jobs (at $37,412 
per job) and $18.7 million in wages. By 2009 the region experiences a moderate 
recovery, with the continued loss of 381 jobs (at $42,460 per job) and $16.2 million in 
wages - a job gain of 23.6% from 2001. 


As expected, the Transportation, Communications and Public Utilities sector would 
be most impacted, resulting in the loss of 234 jobs (at $31,887 per job) and $7.5 
million in wages. By 2009 this sector experiences very little recovery, with the 
continued loss of 225 jobs (at $35,735 per job) and $8.0 million in wages - a job gain of 
only 3.9% from 2001. This indicates that this sector does not recover quickly. 


The Services sector would also be impacted in 2001, resulting in the loss of 105 jobs 
(at $40,660 per job) and $4.3 million in wages. By 2009 this sector recovers 
moderately, with the continued loss of 72 jobs (at $51,927 per job) and $3.8 million in 
wages - a job gain of 30.9% from 2001. The Retail Trade sector is also moderately 
impacted in 2001, resulting in the loss of 66 jobs (at $19,234 per job) and $1.3 million 
in wages. By 2009 this sector recovers quickly, with the continued loss of 38 jobs (at 
$24,103 per job) and $915,429 in wages - a job gain of 42.2% from 2001. However, the 
economic impact of this sector is mediated by its relatively low average wage per job. 


It appears that the Durable Manufacturing sector experiences a small increase of 
jobs by 2005 due to layoffs in air transportation. This may indicate that former air 
transport workers found employment in this sector. Conversely, the Government 
sector experiences a 385.0% decline in employment between 2001 and 2009. This loss 
is attributable to the decreased demand for public services caused by population 
losses in the St. Louis Metro Region. Refer to Tables 5.6 and 5.7. 
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Table 5.6 


Employment Impacts by Industry in the St. Louis Metro Region, 2001-2009 


SECTOR 
Agriculture, Forest 
Construction 
Finance, Insur and Real Estate 
Government 
Manufacturing 
Manufacturing 
Mining 
Services 
Trade - Retail 
Trade - Wholesale 

Transport, Comm. & Public Utilitie 
TOTAL 


, Fishing 


- Durable 
- Non-Durable 


S 





S REMI Anal 


ource: REMI Ana 


Difference from baseline projection. 
Numbers may not total due to rounding. 


EMPLOYMENT 


-380.9 


498.5 | 454.6 | 413.0 | “389.4 


ysis by MERIC, MO Department of Economic Development 


Table 5.7 


Wage Impacts by Industry in the St. Louis Metro Region, 2001-2009 


SECTOR 

Agriculture, Forestry, Fishing 
Construction 

Finance, Insur and Real Estate 
Government 

Manufacturing - Durable 
Manufacturing - Non-Durable 
Mining 

Services 

Trade - Retail 

Trade - Wholesale 

Transport, Comm. & Public Utilitie 
TOTAL 
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-$18,650,000 -$18,898,768 -$17,679,525 -$16,650,379 
Analysis by MERIC, MO Department of Economic Development 


Difference from baseline projection. Adjusted to 2001 Dollars. 
Numbers may not total due to rounding. 


WAGES 


2001 2003 2005 2007 pA) 
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Employment and Wage Impacts by Region 


Layoffs in the air transportation industry result in economic losses across the state 
economy as well. The majority of these direct and indirect job losses across all years 
are located in the St. Louis Metro Region and in Kansas City - where both of 
Missouri's major airports are located. However, it appears that both the Kansas 
City, Kansas and the St. Louis, Illinois metro areas are also negatively affected. This 
indicates that layoffs in the air transportation industry affect not only Missouri, but 
also negatively affect portions of Kansas and Illinois. Refer to Map 5.1 and Tables 
5.8 and 5.9. 


As stated above, layoffs would most impact Kansas City, with the loss of 1,259 jobs 
(at $44,241 per job) and $55.7 million wages in 2001. However, the region recovers 
only 7.9% of these jobs by 2009, resulting in the continued loss of 1,160 jobs (at 
$50,446 per job) and $58.5 million in wages. This impact is significant in that the 
jobs lost are in high wage industries. It also appears that the metropolitan areas 
surrounding Kansas City recover faster than the city itself. 


Second, the St. Louis Metro Region experiences the loss of 499 jobs (at $37,412 per 
job) and $18.7 million wages in 2001. However, the region recovers 23.6% of these 
jobs by 2009, resulting in the continued loss of 381 jobs (at $42,460 per job) and $16.2 
million in wages. 


Third, the Kansas portion of Kansas City experiences the loss of 259 jobs (at $45,234 
per job) and $11.7 million wages in 2001. However, the region recovers a surprising 
37.4% of these jobs by 2009, resulting in the continued loss of only 162 jobs (at 
$46,319 per job) and $7.5 million in wages. 


Fourth, the Kansas City Metro Region experiences the loss of 214 jobs (at $37,798 per 
job) and $8.1 million wages in 2001. However, the region recovers a surprising 35.9% 
of these jobs by 2009, resulting in the continued loss of only 137 jobs (at $50,446 per 
job) and $5.4 million in wages. 
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Map 5.1 
Employment Impacts Across Missouri, 2001-2009 
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Source: REMI Analysis by MERIC, MO Department of Economic Development 
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Table 5.8 
Employment Impacts Across Missouri, 2001-2009 
Difference from baseline projection. Numbers may not total due to rounding. 
EMPLOYMENT 

REGION 

Bootheel 

Central 

Kansas City 

Kansas City Metro 

Lake Ozark - Rolla 

Lower East / Cape Girardeau 

North Central 

North East 

North West 

South Central 

South West 
|MissouRL | S920 | 2,060.0] 29200 | 1,841.0] 1,814.0 
sTOTAL— C290. | 2,320.0] 2,140.00] —-2,035.0] SS —1,999.0 | 


Source: REMI Analysis by MERIC, MO Department of Economic Development 





Table 5.9 
Wage Impacts Across Missouri, 2001-2009 
Difference from baseline projection. Adjusted to 2001 Dollars. Numbers may not total due to rounding. 
WAGES 
REGION PAV 2003 2005 2007 2009 
West Central 
Kansas City, Kansas 
St. Louis, Illinois 
TOTAL 


Source: REMI Analysis by MERIC, MO Department of Economic Development 
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Population Impacts 


Missouri would experience a moderate decrease in population through 2009 due to 
layoffs in the air transportation industry. In 2001, Missouri would lose 439 people, 
with about 66% coming from the Greater Kansas City Region and 23% coming from 
the Greater St. Louis Region. By 2009, this expands to a loss of 2,196 people, again 
with about 69% coming from the Greater Kansas City Region and 21% coming from 
the Greater St. Louis Region. Population declines in these two regions also drives 
fast decline in Government sector employment, since fewer residents mean less 
demand for public services. Refer to Table 5.10. 


Table 5.10 
Population Impacts Across Missouri, 2001-2009 
Difference from baseline projection. Numbers may not total due to rounding. 


POPULATION 
REGION 2001 2003 2005 2007 2009 


pBootheel AT 
Central 
pNorthEast PS 
pSouthCentral PS A OT -7.0 
West Central 
po 39.0 | 2,283.0] 1,735.0 | 2,018.0 | -2,196.0 
Kansas City, Kansas 433.8 
St Louis, Illinois 
TOTAL |= 63.5 | | 2569.0] 2,778.0 | 


Source: REMI Analysis by MERIC, MO Department of Economic Development 
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Tax Impacts 


Layoffs in the air transportation industry across Missouri would result in a net tax 
cost for the State of Missouri. In this tax scenario, it is assumed that the air 
transportation industry will lay off 819 workers at $45,392 per job. 


During 2001, the state would lose an estimated $4.1 million in tax revenues due to 
the layoffs. However, decreased demand for public services due to declines in 
population would save the state $439,500 in costs. This leads to a net state tax cost 
of $3.7 million in 2001. The tax impact remains steady through 2009, with the 
estimated loss of $5.4 million in state tax revenues. However, decreased demand for 
public services due to declines in population would save the state $2.2 million in 
costs. This leads to a net state tax cost of $3.2 million in 2009. Between 2001 and 
2009, the State of Missouri is estimated to lose $23.1 million (net present value) in 
tax revenues due to layoffs in the air transportation industry. Refer to Table 5.11. 


Table 5.11 
State Government Tax Impacts in Missouri, 2001-2009 
Adjusted to 2001 Dollars. 
Numbers may not total due to rounding. 


STATE BENEFITS AND COSTS 
2001 2003 2005 2007 pA) 


-4,094,559 -4,675,033 -4,915,201 -5,124,496 -5,401,798 
State Expenditures 439,500 1,284,000 1,735,000 2,018,000 2,196,000 
NET STATE BENEFIT/COST | 3,655,059 | ———-3, 39,033 | -3,180,201 -3,106,496 -3,205,798 


ource: REMI Analysis by MERIC, MO Department of Economic Development 
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VI. Implications and Summary 


At present, the air transportation industry is experiencing a wave of cutbacks 
triggered by the terrorist attack on New York and Washington, D.C. on September 
11, 2001. It is assumed for this analysis that the air transportation industry will 
eliminate 3.1% of its Missouri work force, translating into a loss of 819 jobs (earning 
an average wage of $45,392 per job) and $37.2 million in wages. Of these total 
layoffs, 682 would occur in Kansas City and 187 would occur in St. Louis. 


Layoffs would result in a gross state product (GSP) decrease of 0.06% in 2001, 
translating into a $101.1 million dollar annual loss in GSP. By 2009, GSP in 
Missouri recovers slightly, resulting in a continued decrease of 0.05% in GSP, 
translating into a $82.4 million dollar annual loss. In addition, economic losses also 
occur in parts of the Kansas City and St. Louis metropolitan areas located outside of 
Missouri. 


In 2001, the loss of 819 air transport jobs would result in the loss of 1,373 ancillary 
jobs in the state economy - for a total loss of 2,192 jobs (at $40,899 per job) and $89.7 
million in wages across Missouri. By 2009, the region recovers 17.2% of the original 
jobs lost, resulting in the continued loss of 1,814 jobs (at $46,769 per job) and $84.8 
million in wages. Transportation, Communications and Public Utilities would lose 
1,016 jobs (at $48,268 per job, Services would lose 443 jobs (at $39,277 per job) and 
Retail Trade would lose 300 jobs (at $18,765 per job). 


The loss of 632 air transportation jobs in Kansas City would result in the loss of 841 
ancillary jobs in the Greater Kansas City Region - for a total loss of 1,473 jobs (at 
$43,299 per job) and $63.8 million in wages. By 2009 the region experiences a small 
recovery, with the continued loss of 1,297 jobs (at $49,279 per job) and $63.9 million 
in wages - a job gain of 11.9% from 2001. Transportation, Communications and 
Public Utilities would lose 770 jobs (at $46,624 per job), Services would lose 277 jobs 
(at $40,173 per job) and Retail Trade would lose 185 jobs (at $18,918 per job). 


The loss of 187 air transportation jobs in St. Louis would result in the loss of 312 
ancillary jobs in the St. Louis Metro Region - for a total loss of 499 jobs (at $37,412 
per job) and $18.7 million in wages. By 2009 the region experiences a moderate 
recovery, with the continued loss of 381 jobs (at $42,460 per job) and $16.2 million in 
wages - a job gain of 23.6% from 2001. Transportation, Communications and Public 
Utilities would lose 234 jobs (at $31,887 per job), Services lose 105 jobs (at $40,660 
per job) and Retail Trade would lose 66 jobs (at $19,234 per job). 


As stated above, layoffs would most impact Kansas City, with the loss of 1,259 jobs 
(at $44,241 per job) and $55.7 million wages in 2001. However, the region recovers 
only 7.9% of these jobs by 2009, resulting in the continued loss of 1,160 jobs (at 
$50,446 per job) and $58.5 million in wages. This impact is significant in that the 
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jobs lost are in high wage industries. It also appears that the metropolitan areas 
surrounding Kansas City recover faster than the city itself. 


Second, the St. Louis Metro Region experiences the loss of 499 jobs (at $37,412 per 
job) and $18.7 million wages in 2001. However, the region recovers 23.6% of these 
jobs by 2009, resulting in the continued loss of 381 jobs (at $42,460 per job) and $16.2 
million in wages. 


Third, the Kansas portion of Kansas City experiences the loss of 259 jobs (at $45,234 
per job) and $11.7 million wages in 2001. However, the region recovers a surprising 
37.4% of these jobs by 2009, resulting in the continued loss of only 162 jobs (at 
$46,319 per job) and $7.5 million in wages. 


Fourth, the Kansas City Metro Region experiences the loss of 214 jobs (at $37,798 per 
job) and $8.1 million wages in 2001. However, the region recovers a surprising 35.9% 
of these jobs by 2009, resulting in the continued loss of only 187 jobs (at $50,446 per 
job) and $5.4 million in wages. 


During 2001, the state would lose an estimated $4.1 million in tax revenues due to 
the layoffs. However, decreased demand for public services due to declines in 
population would save the state $439,500 in costs. This leads to a net state tax cost 
of $3.7 million in 2001. The tax impact remains steady through 2009, with the 
estimated loss of $5.4 million in state tax revenues. However, decreased demand for 
public services due to declines in population would save the state $2.2 million in 
costs. This leads to a net state tax cost of $3.2 million in 2009. Between 2001 and 
2009, the State of Missouri is estimated to lose $23.1 million (net present value) in 
tax revenues due to layoffs in the air transportation industry. 
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